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for A n nual Report

T h e  A r i z o n a  St a t e  R e t i r e m e n t  S y s t e m  w a s  r e c e n t l y  a w a r d e d  a
C e r t i f i c a t e  o f  A c h i e v e m e n t  f o r  E x c e l l e n c e  i n  F i n a n c i a l  R e p o r t i n g
f o r  i t s  2 0 0 4  C o m p r e h e n s i v e  A n n u a l  F i n a n c i a l  R e p o r t .
     T h e  a w a r d ,  p r e s e n t e d  b y  t h e  G o v e r n m e n t  F i n a n c e  O f f i c e r s
A s s o c i a t i o n  o f  t h e  U n i t e d  St a t e s  a n d  C a n a d a ,  r e c o g n i z e s
“ a c h i e v e m e n t  i n  t h e  h i g h e s t  s t a n d a r d s ”  f o r  g o v e r n m e n t
a c c o u n t i n g  a n d  f i n a n c i a l  r e p o r t i n g .  I t  i s  t h e  1 6 t h  c o n s e c u t i v e
y e a r  t h e  A S R S  h a s  r e c e i v e d  t h i s  p r e s t i g i o u s  a w a r d .
     T h e  2 0 0 4  C o m p r e h e n s i v e  A n n u a l  F i n a n c i a l  R e p o r t  c o v e r s
f i s c a l  y e a r  2 0 0 3 - 0 4  a n d  i s  a v a i l a b l e  o n  t h e  A S R S  w e b s i t e ,
w w w. a s r s . s t a t e . a z . u s .  T h e
1 2 3 - p a g e  r e p o r t  c o n t a i n s
i n f o r m a t i o n  o n  t h e  r e t i r e m e n t
s y s t e m  o r g a n i z a t i o n  a n d
d e m o g r a p h i c s ,  p l u s  d e t a i l s  o n
A S R S  i n v e s t m e n t s ,  f i n a n c e s
a n d  a c t u a r i a l  m e t h o d o l o g y.
     T h e  G F O A  i s  t h e  p r o f e s s i o n a l

P i c t u r e d  ( f r o m  l e f t  t o  r i g h t )  a r e
ASRS Comptroller Leslie De'Reche;
Nancy L inssen,  Assis tant  Di rector
for Financial Services; ASRS Director
Paul  Matson;  ASRS Board Trustee
M i c h a e l  To w n s e n d ;  a n d  A n t h o n y
Guarino, Deputy Director and Chief
Opera t i ons  O f f i ce r  f o r  t he  ASRS.

a s s o c i a t i o n  o f  s t a t e / p r o v i n c i a l
a n d  l o c a l  f i n a n c e  o f f i c e r s  i n  t h e
U n i t e d  St a t e s  a n d  C a n a d a ,
s e r v i n g  t h e  p u b l i c  f i n a n c e
p r o f e s s i o n  s i n c e  1 9 0 6 .
     “ T h i s  a w a r d  r e p r e s e n t s  t h e
h i g h e s t  s t a n d a r d s  o f  f i n a n c i a l
a c c o u n t i n g  a n d  s e r v e s  t o  c o n f e r
c o n f i d e n c e  t o  o u r  m e m b e r s  t h a t
t h e i r  r e t i r e m e n t  f u n d  i s  s o u n d l y
m a n a g e d , ”  A S R S  D i r e c t o r  P a u l
M a t s o n  s a i d .

ASRS D i rec to r  Pau l  Ma t son  w i l l  be
in  Tucson on Wednesday,  November
9 to host an informal Director Outreach
m e e t i n g .

Th i s  i s  t he  f ou r t h  such  mee t i ng  i n
a  se r i es  t ha t  has  taken  Mr.  Ma tson
to  va r ious  pa r t s  o f  t he  s ta te  to  hea r
f r om  members  and  re t i r ees .

The  Tucson  mee t ing  w i l l  t ake  p lace
a t  t he  ASRS Tucson  o f f i ce ,  7660  E .
B roadway  B l vd . ,  su i t e  108  a t  11 :30
a .m .   No  rese rva t i on  i s  r equ i r ed ;
j us t  s t op  by  i f  you ' d  l i ke  t o  v i s i t !
I n f o rma t i on :  ( 602 )  240 -2016 .

 D i r ec to r  Ou t reach  Mee t ing

   A c r o s s  t h e  n a t i o n ,
p e n s i o n  p l a n s  h a v e  b e c o m e
a  p r o m i n e n t  i s s u e  i n  t h e
n e w s  m e d i a ,  a n d  s o  I
w a n t e d  t o  t a k e  t h i s
o p p o r t u n i t y  t o
a d d r e s s
r e t i r e m e n t
p l a n s  i n
g e n e r a l ,  a n d  t h e
A S R S  p l a n  i n
p a r t i c u l a r .
   A s  y o u  m a y
h a v e  r e a d ,  a
n u m b e r  o f  p l a n s  i n  b o t h  t h e
p r i v a t e  a n d  p u b l i c  s e c t o r
a r e  e x p e r i e n c i n g
s i g n i f i c a n t  f i n a n c i a l
h a r d s h i p s .
  Yo u ,  h o w e v e r  pa r t i c i p a t e
i n  a  p l a n  t h a t  i s  f i n a n c i a l l y
s o u n d ,  a  p l a n  t h a t  i s
m a n a g e d  w i s e l y,  i n v e s t e d
a p p r o p r i a t e l y  a n d
a d m i n i s t e r e d  j u d i c i o u s l y  t o
p r o v i d e  y o u  a  s e c u r e  f u t u r e
o f  u n i n t e r r u p t e d  m o n t h l y
p e n s i o n  p a y m e n t s .
   F o r  m o r e  t h a n  a  h a l f -
c e n t u r y,  t h e  A S R S  h a s
p r o v i d e d  a  r e t i r e m e n t
p r o g r a m  t h a t  p u b l i c
s e r v a n t s  h a v e  c o m e  t o  r e l y
u p o n  w h e n  t h e y  r e t i r e .
   To d a y,  m o r e  t h a n  7 5 , 0 0 0
r e t i r e e s  a r e  r e c e i v i n g  a
m o n t h l y  b e n e f i t .  E a c h
m o n t h ,  t h e  A S R S  p a y s  o u t
m o r e  t h a n  $ 11 0  m i l l i o n  i n
b e n e f i t s  d i r e c t l y  t o  o u r
r e t i r e e s .
   F o r  m e m b e r s  s t i l l  h a r d  a t
wo rk  and  con t r i bu t i ng  i n t o
the  ASRS de f i ned  bene f i t
p l a n ,  y o u  m a y  b e  c o n c e r n e d
a s  t o  w h e t h e r  y o u r  f u l l
bene f i t  w i l l  be  t he re  when
y o u  r e t i r e .

Cont inued  on  Page  6

Letter from A S R S
Director Paul Matson

Fal l  2005
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Service Purchase Program
I f  you  a re  an  ac t i ve ,  con t r i bu t i ng  member  o f  t he  A r i zona  Sta te  Re t i r emen t  Sys tem o r  a re
rece i v i ng  a  Long  Te rm  D i sab i l i t y  bene f i t  t h rough  t he  ASRS,  you  a re  en t i t l ed  t o  pu rchase  ce r ta i n
t ypes  o f  c red i t ed  se rv i ce  t o  be  app l i ed  t owa rd  you r  r e t i r emen t  bene f i t .  Types  o f  se rv i ce  t ha t
may  be  pu rchased  a re :  p rev ious l y  f o r f e i t ed  ASRS c red i t ed  se rv i ce ;  unpa id  ASRS leaves  o f
absence ;  m i l i t a r y  se r v i ce ,  i nc l ud ing  Na t i ona l  Gua rd  and  ac t i ve  m i l i t a r y  r ese rve  t ime ,  and  o the r
p u b l i c  s e r v i c e  e m p l o y m e n t ,  w h e t h e r  o r  n o t  y o u  p a r t i c i p a t e d  i n  a  r e t i r e m e n t  s y s t e m  w h i l e
work ing .

Add ing  c red i t ed  se r v i ce  t o  you r  r eco rd  i s  one  way  o f  i n c reas ing  you r  bene f i t  a t  t he  t ime  o f
r e t i r e m e n t .  I t  c a n  a l s o  h e l p  y o u  r e a c h  r e t i r e m e n t  e l i g i b i l i t y  e a r l i e r  t h a n  y o u  m i g h t  o t h e r w i s e .

T h e  A S R S  u s e s  t h e  A c t u a r i a l  P r e s e n t  Va l u e  ( A P V )  m e t h o d  t o  d e t e r m i n e  t h e  c o s t  o f  p u r c h a s i n g
you r  se rv i ce .  APV  i s  de f i ned  as  t he  va lue  o f  a  bene f i t  i n  t e rms  o f  t he  amoun t  o f  money  t he  ASRS
mus t  have  on  hand  t oday  t o  pay  f o r  t he  bene f i t  i n  t he  f u tu re .

I n  a p p l y i n g  t h i s  c a l c u l a t i o n  m e t h o d  t h e  A S R S  d e t e r m i n e s  t h e  A P V  o f  t h e  m e m b e r ’s  b e n e f i t
i n c l ud ing  t he  pu rchased  se rv i ce ,  and  t he  APV exc lud ing  t he  pu rchased  se rv i ce .  The  member
pays  t he  d i f f e rence  be tween  t hese  two  va lues ,  t he reby  f u l l y  f und ing  t he  add i t i ona l  bene f i t  t hey
der i ve  f rom the  se rv i ce  pu rchase .

F a c t o r s  u s e d  i n  t h e  c a l c u l a t i o n  i n c l u d e  t h e  m e m b e r ’ s  a g e ,  a n n u a l  c o m p e n s a t i o n ,  y e a r s  o f
se r v i ce ,  and  yea rs  o f  se r v i ce  r eques ted  t o  pu r chase .  As  a  r esu l t ,  t he  cos t  o f  se r v i ce  pu rchase
var ies  fo r  each  member.

Members  a re  l im i t ed  t o  a  s i ng le  ac t i ve  Se rv i ce  Pu rchase  reques t  f o r  each  o f  t he  ca tego r i es  o f
pu rchase  a t  a  t ime .  Th i s  change ,  wh i ch  became  e f f ec t i ve  Janua ry  4 ,  2005 ,  ensu res  t ha t  t he
co r rec t  numbe r  o f  yea rs  o f  se r v i ce  i s  f ac to red  i n t o  t he  cos t  f o rmu la  a t  t he  t ime  o f  pu r chase .

The re  a re  a  number  o f  ways  t o  pay  f o r  you r  Se rv i ce  Pu rchase ,  i nc l ud ing  l ump-sum paymen ts ,
ro l l ove rs  f r om o the r  qua l i f i ed  re t i r emen t  p lans ,  o r  t h rough  a  Pay ro l l  Deduc t i on  Ag reemen t
( P D A ) .  A P D A i s  a  c o n t r a c t  t h a t  m a y  b e  s e t  u p  b e t w e e n  a  m e m b e r  a n d  t h e i r  e m p l o y e r  f o r  t h e
pu rpose  o f  mak ing  paymen ts  t owa rd  Se rv i ce  Pu rchase .  The  ASRS now  cha rges  i n t e res t  on  a l l
PDAs  w i t h  a  Se rv i ce  Pu rchase  reques t  da te  made  on  o r  a f t e r  Ju l y  1 ,  2004 .  The  i n t e res t  r a t e  i s
s e t  a t  8  p e r c e n t ,  t h e  s a m e  a s  t h e  A S R S  a s s u m e d  e a r n i n g s  r a t e .

To  l ea rn  more  abou t  Se rv i ce  Pu rchase  and  Pay ro l l  Deduc t i on  Ag reemen ts ,  p l ease  see  t he
Se rv i ce  Pu rchase  Fac t  Shee t  on  ou r  webs i t e ,  whe re  you ' l l  a l so  f i nd  a  Se rv i ce  Pu rchase
C a l c u l a t o r  t o  h e l p  y o u  s e e  h o w  t h e  b e n e f i t  m i g h t  h e l p  y o u .   M e m b e r s  m a y  a l s o  c a l l  o u r  M e m b e r
Serv i ces  Cen te r  a t  ( 602 )  240 -2000  i n  me t ro  Phoen i x ,  ( 520 )  239 -3100  i n  me t ro  Tucson ,  o r  t o l l -
f r ee  a t  1  (800 )  621 -3778  ou ts ide  me t ro  Phoen i x  and  Tucson .

*  *  Off ic ia l  Not ice  *  *
Mil i tary Service  Purchase Recalculat ion

Leg i s l a t i on  pa s sed  i n  t he  2003  Leg i s l a t i ve  s e s s ion  r equ i r e s  t he  Ar i zona  S t a t e  Re t i r emen t  Sys t em to
r e c a l c u l a t e  t h e  c o s t  o f   m i l i t a r y  s e r v i c e  p u r c h a s e d  p r i o r  t o  J u l y  2 0 ,  1 9 9 6  b y  m e m b e r s  –  a c t i v e ,  r e t i r e d  o r
d e c e a s e d  –  a n d  t o  p r o v i d e  r e f u n d s ,  p l u s  i n t e r e s t  i n  c e r t a i n  c a s e s .  T h e  r e f u n d s  a r e  b a s e d  o n  t h e  d i f f e r e n c e
i n  t h e  c o s t s  o f  p u r c h a s i n g  s e r v i c e  p r i o r  t o  J u l y  2 0 ,  1 9 9 6 ,  a n d  t h e  c o s t  o f  s e r v i c e  p u r c h a s e  a f t e r  t h a t
da t e .

I f  y o u  p u r c h a s e d  m i l i t a r y  s e r v i c e  p r i o r  t o  J u l y  2 0 ,  1 9 9 6 ,  y o u  m a y  b e  e n t i t l e d  t o  a  r e f u n d .  I f  y o u  h a v e
ques t i ons  o r  need  more  i n fo rma t ion ,  p l ea se  ca l l  t he  ASRS  Member  Se rv i ce s  Cen t e r  a t  ( 602 )  240 -2000  i n
P h o e n i x ,  ( 5 2 0 )  2 3 9 - 3 1 0 0  i n  T u c s o n ,  a n d  o u t s i d e  t h e  m e t r o  a r e a s  a t  1  ( 8 0 0 )  6 2 1 - 3 7 7 8 .
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Fall Travel Calendar

The  Member  Se rv i ces  D i v i s i on  o f  t he  ASRS conduc ts  educa t i ona l  mee t i ngs   ava i l ab le  t o  a l l
members .  Whe the r  you ' r e  new ly  h i r ed  and  wan t  t o  l ea rn  abou t  t he  bene f i t s  ava i l ab le  t o  you ,  o r
you ' r e  r eady  t o  r e t i r e  and  wan t  ass i s t ance  f i l l i ng  ou t  you r  pape rwo rk  and  mak ing  annu i t y
s e l e c t i o n s ,  t h e  A S R S  h a s  a  m e e t i n g  f o r  y o u .

Group  Mee t ings  a re  des igned  f o r  members  w i t h i n  one  yea r  o f  r e t i r i ng .  You ’ l l  l ea rn  abou t
po ten t i a l  mon th l y  bene f i t s  and  op t i ons ,  comp le t i ng  r e t i r emen t  pape rwo rk ,  hea l t h  i nsu rance ,  and
re tu rn - t o -wo rk  op t i ons .

Seminars  a r e  o p e n  t o  a l l  m e m b e r s . Yo u ’ l l  l e a r n  a b o u t  t h e  A S R S ,  b e n e f i t s  a s  a n  a c t i v e ,  i n a c t i v e
a n d  r e t i r e d  m e m b e r,  m e m b e r  r e s p o n s i b i l i t i e s ,  r e t i r e m e n t  b e n e f i t  c a l c u l a t i o n s ,  w i l l s  a n d  t r u s t s
a n d  S o c i a l  S e c u r i t y  b e n e f i t s .

S e r v i c e  P u r c h a s e  M e e t i n g s  a r e  o p e n  t o  a l l  m e m b e r s .  H e r e  y o u ’ l l  l e a r n  a b o u t  t h e  S e r v i c e
Pu rchase  P rog ram,  t he  p rocess  f o r  pu rchas ing  se rv i ce ,  t ypes  o f  se rv i ce  ava i l ab le  f o r  pu rchase ,
c o s t  c a l c u l a t i o n s ,  a n d  p a y m e n t  o p t i o n s .

Mee t i ngs  a re  regu la r l y  he ld  a t  ou r  Phoen i x  and  Tucson  o f f i ces .  I n  add i t i on ,  Member  Se rv i ces
rep resen ta t i ves  w i l l  be  t r ave l i ng  t h roughou t  t he  s ta te  t o  hos t  mee t i ngs .  See  ou r  Fa l l  T rave l
S c h e d u l e  b e l o w.  F o r  P h o e n i x  a n d  Tu c s o n  m e e t i n g s ,  p l e a s e  v i s i t  o u r  w e b s i t e  a n d  c l i c k  o n  t h e
C a l e n d a r  s e c t i o n  t o  s e e  a  l i s t i n g .

Rese rva t i ons  a re  requ i red  and  can  eas i l y  be  made  by  ca l l i ng  ou r  o f f i ces  a t  ( 602 )  240 -2000  i n
Phoen ix ,  ( 520 )  239 -3100  i n  Tucson ,  o r  1 (800 )  621 -3778  ou ts ide  Phoen ix  and  Tucson .

ASRS Group  Mee t i ngs ,  Sem ina rs  and  Se rv i ce  Pu rchase  Mee t i ngs
s c h e d u l e s  &  l o c a t i o n s  c a n  b e  f o u n d  o n   o u r  w e b s i t e  a t

w w w. a s r s . s ta t e . a z . u s
C l i c k  on  "Ca lenda r. "
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Group  Meet ings S e m i n a r s

Education News

Presco t t  –  Sep t .  13 ,  9  a .m .
P resco t t  –  Sep t .  14 ,  9  a .m .
Camp  Ve rde  –  Sep t .  14 ,  4  p .m .
Tuba  C i t y  –  Sep t .  20 ,  9  a .m .
Kayen ta  –  Sep t .  22 ,  4  p .m .
Ch in l e  –  Sep t .  27 ,  9  a .m .
Ganado  –  Sep t .  28 ,  9  a .m .
W indow  Rock  –  Sep t .  29 ,  9  a .m .
Casa  Grande  –  Oc t .  31 ,  4  p .m .
Casa  Grande  –  Nov.  1 ,  9  a .m .
F lo rence  –  Nov.  2 ,  9  a .m .
G lobe  –  Nov.  3 ,  9  a .m .
Yuma  –  Nov.  7 ,  4  p .m .
Yuma  –  Nov.  8 ,  9  a .m .
Yuma  –  Nov.  9 ,  9  a .m .

Serv ice  Purchase

Presco t t  –  Sep t .  13 ,  3 : 30  p .m .
Tuba  C i t y  –  Sep t .  20 ,  3 :30  p .m .
Page  –  Sep t .  21 ,  6 : 30  p .m .
Kayen ta  –  Sep t .  23 ,  11 :30  a .m .
Ch in l e  –  Sep t .  27 ,  3 : 30  p .m .
Ganado  –  Sep t .  28 ,  3 : 30  p .m .
W indow  Rock  –  Sep t .  29 ,  3 : 30  p .m .
Casa  Grande  –  Nov.  1 ,  3 : 30  p .m .
F lo rence  –  Nov.  2 ,  3 : 30  p .m .
Yuma  –  Nov.  8 ,  3 :30  p .m .

P resco t t  –  Sep t .  13 ,  1  p .m .
Tuba  C i t y  –  Sep t .  20 ,  1  p .m .
Page  –  Sep t .  21 ,  4  p .m .
Kayen ta  –  Sep t .  23 ,  9  a .m .
Ch in l e  –  Sep t .  27 ,  1  p .m .
Ganado  –  Sep t .  28 ,  1  p .m .
W indow  Rock  –  Sep t .  29 ,  1  p .m .
Casa  Grande  –  Nov.  1 ,  1  p .m .
F lo rence  –  Nov.  2 ,  1  p .m .
Yuma  –  Nov.  8 ,  1  p .m .
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C O N T R I BU T I O N  R AT E S

A new  con t r i bu t i on  ra te  f o r  t he  ASRS de f i ned  bene f i t  p l an  wen t  i n t o  e f f ec t  on  Ju l y  2 ,  2005 .
T h e  n e w  r a t e  w a s  s e t  f o r t h  i n  S e n a t e  B i l l  1 5 2 1 ,  pa s s e d  b y  t h e  A r i z o n a  L e g i s l a t u r e  l a s t  s e s s i o n .  I t
ca l l ed  f o r  a  r a te  o f   6 . 9  pe rcen t  f o r  t he  ASRS pens ion  p l an ,  p l us  0 .50  pe rcen t  f o r  t he  l ong - t e rm
d i s a b i l i t y  p l a n ,  f o r  a  t o t a l  c o n t r i b u t i o n  r a t e  o f  7 . 4 0  p e r c e n t .  T h i s  r a t e  a p p l i e s  t o  b o t h  m e m b e r s  a n d
emp loye rs  and  i s  e f f ec t i ve  t h rough  June  30 ,  2006 .

The  con t r i bu t i on  r a te  i s  schedu led  t o  i nc rease  f o r  t he  2006 -07  f i s ca l  yea r.  On  Ju l y  1 ,  2006 ,
t h e  r a t e  i s  c u r r e n t l y  s c h e d u l e d  t o  b e  s e t  a t  8 . 6  p e r c e n t  f o r  t h e  p e n s i o n  p l a n ,  p l u s  0 . 5 0  p e r c e n t  f o r
l ong - t e rm  d i sab i l i t y,  f o r  a  t o ta l  con t r i bu t i on  r a te  o f  9 . 10  pe rcen t  f o r  bo th  emp loyee  and  emp loye r.

The  ASRS ac tua ry  p rev ious l y  ca l cu la ted  a  ra te  o f  8 .25  pe rcen t  f o r  emp loyee  and  emp loye r
con t r i bu t i ons  f o r  bo th  f i s ca l  2005 -06  and  2006 -07 .  The  l eg i s l a tu re ,  a t  t he  reques t  o f  some  emp loye r
rep resen ta t i ves ,  exp lo red  me thods  t o  so f t en  t he  i nc reased  con t r i bu t i on  r a te  f o r  t he  com ing  f i s ca l
yea r  t o  p rov i de  add i t i ona l  t ime  f o r  emp loyees  and  emp loye rs  t o  p l an  t he i r  budge t s ,  wh i l e  s t i l l
m a i n ta i n i n g  f i s c a l  s o u n d n e s s  f o r  t h e  p e n s i o n  p l a n .  A s  a  r e s u l t ,  t h e  l e g i s l a t i o n  c a l l e d  f o r  “ s t e p p i n g
in ”  t he  two -yea r  ac tua r i a l l y -de te rm ined  ra te  w i t h  a  l owe r  r a te  t he  f i r s t  yea r,  and  a  h i ghe r  r a te  t he
second  yea r.

Members  and  emp loye rs  have  seen  the  con t r i bu t i on  ra te  i nc reas ing  ove r  t he  pas t  f ew  yea rs .  The re
a re  seve ra l  f ac to r s  a t  p l ay  t ha t  a re  d r i v i ng  up  t he  ra te .  Ch ie f  among  them a re  i nc reased  bene f i t s .
Ove r  t he  pas t  decade ,  a  number  o f  bene f i t  enhancemen ts  we re  pu t  i n to  p lace  and  were  gene ra l l y
pa i d  w i t h  excess  ea rn i ngs  f r om  t he  ASRS Fund .  I nc reases  t o  m in imum re t i r emen t  bene f i t s ,  enhanced
re fund  op t i ons ,  a  g raded  mu l t i p l i e r  t ha t  r ewa rds  wo rk fo r ce  l ongev i t y,  and  i nc reases  t o  hea l t h
i nsu rance  bene f i t s  and  mon th l y  pens ion  bene f i t s  t o  r e t i r ees  have  a l l  had  an  impac t  on  ASRS
l i a b i l i t i e s .

I n  add i t i on ,  l owe r - t han -expec ted  m id - t e rm  ea rn ings  on  t he  Fund ,  l ow  con t r i bu t i on  ra tes  and  chang ing
d e m o g r a p h i c ,  p a r t i c u l a r l y  t h e  p o s t i v e  f a c t  t h a t  l i f e  e x p e c t a n c y  i s  i n c r e a s i n g ,  h a v e  a l l  c o m e  t o g e t h e r
t o  i m p a c t  c o n t r i b u t i o n  r a t e s .

The  ASRS con t i nua l l y  r ev i ews  ove ra l l  a sse ts  and  l i ab i l i t i e s  and  has  taken  a  numbe r  o f  s t eps  t ha t
have  m in im i zed  ra te  i nc reases .  Th rough  new  po l i c i es  and  l eg i s l a t i ve  i n i t i a t i ves ,  t he  ASRS has  been
ab le  t o  ho ld  down  con t r i bu t i on  ra te  i nc reases  by  more  t han  a  f u l l  pe r cen t  ove r  t he  pas t  yea r.  These
ac t i ons  have  p roduced  sav ings  va lued  a t  more  than  $2  b i l l i on  ove r  t he  l i f e  o f  t he  p lan .  Changes  to  ou r
Se rv i ce  Pu rchase  p rog ram a lone  w i l l  p roduce  abou t  ha l f  t he  sav ings .

A l s o  u n d e r  t h e  l e g i s l a t i o n  pa s s e d  t h i s  pa s t  s e s s i o n ,  t h e  A S R S  w i l l  c o n t i n u e  t o  r e v i e w  c o n t r i b u t i o n
ra tes  annua l l y,  and  w i l l  move  t o  an  annua l  ad jus tmen t ,  r a the r  t han  b iannua l ,  beg inn ing  w i t h  t he  2007 -
08  p lan  yea r.

2005-06 Contribution Rates
(Effective July 1, 2005)

Retirement Pension Long Term Disability Total

Employee 6.90% 0.50% 7.40%

Employer 6.90% 0.50% 7.40%

2006-07 Contribution Rates
(Effective July 1, 2006)

Retirement Pension Long Term Disability Total

Employee 8.60% 0.50% 9.10%

Employer 8.60% 0.50% 9.10%
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Members urged to guard personal information
I t  h a s  c om e  t o  t h e  a t t e n t i o n  o f  t h e  A r i z o n a  St a t e  R e t i r e m e n t  S y s t e m  t h a t  s e v e r a l

m e m b e r s ,  p a r t i c u l a r l y  t e a c h e r s ,  h a v e  b e e n  r e c e i v i n g  u n s o l i c i t e d  e m a i l  n o t i f i c a t i o n s  a n d
m a i l i n g s  f r o m  o r g a n i z a t i o n s  s e e k i n g  p e r s o n a l  i n f o r m a t i o n  a n d  p u r p o r t i n g  t o  p r o v i d e  f r e e  a d v i c e
a n d  c a l c u l a t i o n s  o f  A S R S  b e n e f i t s .

P l e a s e  b e  a d v i s e d  t h a t  t h e  A S R S  i s  n o t  a f f i l i a t e d  w i t h  a n y  s u c h  o r g a n i z a t i o n s  a n d  i s  n o t
r e s p o n s i b l e  f o r  t h e s e  p r i v a t e  s o l i c i t a t i o n s .  F u r t h e r ,  t h e  A S R S  s t r o n g l y  c a u t i o n s  a l l  m e m b e r s
a n d  r e t i r e e s  a b o u t  p r o v i d i n g  p e r s o n a l  i n f o r m a t i o n  t o  p e r s o n s  o r  o r g a n i z a t i o n s  t h a t  y o u  d o  n o t
k n o w.

W h e n  m a k i n g  d e c i s i o n s  a b o u t  y o u r  r e t i r e m e n t ,  p a r t i c u l a r l y  a b o u t  y o u r  o p t i o n s  f o r  y o u r
A S R S  p e n s i o n  b e n e f i t s ,  t h e  A S R S  e n c o u r a g e s  m e m b e r s  t o  s p e a k  w i t h  a n  A S R S  B e n e f i t  A d v i s o r
o r  a t t e n d  a n  A S R S  G r o u p  M e e t i n g ,  a s  w e l l  a s  d i s c u s s i n g  y o u r  p l a n s  w i t h  a  t r u s t e d  f i n a n c i a l
p l a n n e r  o r  f i n a n c i a l  i n s t i t u t i o n  a n d / o r  y o u r  t a x  a d v i s o r .

P l e a s e  b e  a w a r e  t h a t  t h e  A S R S  d o e s  n o t  s e n d  b l a n k e t  e m a i l  n o t i f i c a t i o n s  t o  m e m b e r s  a n d
d o e s  n o t  s o l i c i t  p e r s o n a l  i n f o r m a t i o n  v i a  e m a i l .  A n y  o f f i c i a l  i n f o r m a t i o n  f r o m  t h e  A S R S  i s
c o m m u n i c a t e d  t o  m e m b e r s  t h r o u g h  m e m b e r  n e w s l e t t e r s  o r  i n d i v i d u a l  c o r r e s p o n d e n c e  s e n t
t h r o u g h  t h e  m a i l .  A l s o ,  t h e  A S R S  d o e s  n o t  m a k e  a v a i l a b l e  m a i l i n g  l i s t s  o r  m e m b e r  i n f o r m a t i o n
t o  p r i v a t e  o r g a n i z a t i o n s .

ASRS Member Statement recognized as "Best Practice"
E a c h  y e a r,  t h e  A r i z o n a  Sta t e  R e t i r e m e n t  S y s t e m  p r o d u c e s  a  p e r s o n a l i z e d  M e m b e r  Sta t e m e n t

fo r  each  member,  show ing  the i r  accoun t  ba lance  and  p ro jec t i ons  fo r  t he i r  i nd i v idua l  pens ion  bene f i t s .
T h e  f o u r - pa g e  M e m b e r  Sta t e m e n t ,  w h i c h  r e f l e c t s  f i s c a l - y e a r  e n d  d a ta ,  i s  m a i l e d  t o  a l l  a c t i v e ,

i n a c t i v e  a n d  l o n g - t e r m  d i s a b i l i t y  m e m b e r s  i n  t h e  l a t e  f a l l .
T h e  A S R S  M e m b e r  Sta t e m e n t  w a s  r e c e n t l y  r e c o g n i z e d  a s  a  “ B e s t  P r a c t i c e ”  e x a m p l e  b y  C o s t

E f fec t i veness  Measu remen t  I nc . ,  an  i ndependen t  f i rm  tha t  r ev iewed  more  than  60  examp les  f r om f i ve
coun t r i es .  Judges  sa id  the  ASRS s ta temen t  was  “we l l -w r i t t en  and  easy  to  read”  and  p rov ided  va luab le
i n fo rma t i on  t ha t  “ I  wou ld  de f i n i t e l y  keep  w i t h  my  o the r  f i nanc ia l  pape rs . ”

T h e  j u d g e s  a l s o  o f f e r e d  s u g g e s t i o n s  f o r  i m p r o v e m e n ts ,  w h i c h  w i l l  b e  c o n s i d e r e d  a s  t h e  A S R S
beg ins  p repa r i ng  i ts  2004 -05  Member  Sta temen ts .

Coming in November . . . Member Statements
You r  2005  Member  Sta temen t  i s  s chedu led  t o  be  ma i l ed  i n  November.  Th i s  s ta temen t  i nc l udes

y o u r  p e r s o n a l  d a ta  o n  f i l e ,  i n c l u d i n g  b e n e f i c i a r y  i n f o r m a t i o n ,  s a l a r y  h i s t o r y,  a c c o u n t  a c t i v i t y,  a
summary  o f  se r v i ce  pu rchase  and  i n fo rma t i on  on  max im iz i ng  you r  ASRS pens ion  bene f i t s .

A l s o  i n c l u d e d  a r e  b e n e f i t  e s t i m a t e s  f o r  y o u r  m o n t h l y  p e n s i o n  w h e n  y o u  r e t i r e .  Yo u ’ l l  s e e  w h a t
you r  pens ion  wou ld  be  i f  you  r e t i r e  a t  t he  ea r l i e s t  oppo r t un i t y,  o r  con t i nue  wo rk i ng  un t i l  you  r each
no rma l  r e t i r emen t .  These  a re  es t ima tes  on l y,  based  upon  you r  cu r ren t  sa l a r y  and  p ro j ec ted  yea rs  o f
se rv i ce .

You r  annua l  s ta temen t  p rov ides  an  oppo r tun i t y  f o r  you  t o  ve r i f y  i n fo rma t i on  on  f i l e  a t  t he
ASRS.  I t ’ s  impo r t an t  f o r  membe rs  t o  check  and  ve r i f y  i n f o rma t i on  such  as  you r  bene f i c i a r i es ,  you r
add ress  and  o the r  pe rsona l  i n fo rma t i on .

B e  s u r e  t o  w a t c h  f o r  y o u r  s t a t e m e n t ,  r e a d  i t  c a r e f u l l y  a n d  f i l e  i t  w i t h  o t h e r  i m p o r t a n t  p e r s o n a l
papers !

K e e p  A S R S  i n f o r m e d  o f  c h a n g e s
I t  i s  v i ta l  t ha t  members  keep  t he  ASRS i n fo rmed  o f  changes  t o  you r  pe rsona l  i n f o rma t i on ,

i nc l ud ing  name  and  add ress .  I t ’ s  a l so  impo r tan t  t ha t  we  have  co r rec t  i n f o rma t i on  abou t  you r
bene f i c i a r y.

I f  you  have  had  a  recen t  change  o f  add ress ,  be  su re  t o  l e t  us  know  so  i t  can  be  upda ted  p r i o r
t o  t h e s e  i m p o r t a n t  s t a t e m e n t s  b e i n g  m a i l e d .

You  can  f i nd  a  change  o f  add ress  f o rm  and  a  bene f i c i a r y  f o rm  on  ou r  webs i t e ,  unde r  t he  Fo rms
s e c t i o n .
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Health Insurance Open Enrollment to take place in October

   The  A r i zona  Sta te  Re t i r emen t  Sys tem annua l  Open  En ro l lmen t  pe r i od ,  du r i ng  wh i ch  r e t i r ees  may
e l e c t  t o  e n r o l l  i n  o r  m a k e  c h a n g e s  t o  t h e i r  m e d i c a l  a n d / o r  d e n t a l  p l a n s ,  w i l l  t a k e  p l a c e  O c t o b e r  3
th rough  Oc tobe r  28 .  A l l  changes  become  e f f ec t i ve  Jan .  1 ,  2006 .
   O p e n  E n r o l l m e n t  a p p l i e s  t o  a n y  r e t i r e d  m e m b e r  o f  t h e  A r i z o n a  Sta t e  R e t i r e m e n t  S y s t e m  ( A S R S ) ,
P u b l i c  S a f e t y  P e r s o n n e l  R e t i r e m e n t  S y s t e m  ( P S P R S ) ,  E l e c t e d  O f f i c i a l s ’  R e t i r e m e n t  P l a n
(EORP) ,  Co r rec t i ons  O f f i ce r  Re t i r emen t  P lan  (CORP) ,  Un i ve rs i t y  Op t i ona l  Re t i r emen t  P lans
(UORP) ,  o r  any  member  who  i s  r ece i v i ng  a  l ong - te rm  d i sab i l i t y  ( LTD)  bene f i t  f r om the  ASRS
prog ram.  Members  o r  any  e l i g i b l e  dependen ts  who  have  no t  t aken  t he  oppo r tun i t y  t o  en ro l l
p rev i ous l y  i n  one  o f  t he  g roup  med i ca l  o r  den ta l  p l ans  a l so  w i l l  be  ab le  t o  en ro l l  du r i ng  t h i s  pe r i od .
   I f  y o u  a r e  c u r r e n t l y  e n r o l l e d  i n  t h e  A S R S  h e a l t h  p l a n ,  y o u r  c u r r e n t  b e n e f i t  e l e c t i o n s  w i l l
au toma t i ca l l y  ca r r y  f o rwa rd  t o  2006  un less  you  op t  t o  make  a  change  i n  p l an  cove rage .  The re  w i l l
be  no  change  i n  i nsu rance  ca r r i e r s  f o r  2006 ,  and  mon th l y  med i ca l  p l an  p rem iums  w i l l  no t  change .
A l l  r e t i r ees  w i l l  r ece i ve  an  Open  En ro l lmen t  packe t  i n  t he  ma i l  i n  m id -Sep tembe r.  The  packe t
con ta i ns  use fu l  i n f o rma t i on  abou t  you r  ASRS med i ca l  and  den ta l  p l ans ,  Med i ca re ,  Sc r i p tSave  (ou r
p resc r i p t i on  d rug  d i scoun t  ca rd  p rov ide r )  and  t he  S i l ve r  Sneake rs  F i t ness  P rog ram.  Bene f i t  p l an
imp rovemen ts ,  changes  and  more  de ta i l s  a re  a l so  desc r i bed  i n  t he  b rochu re .
   I n fo rma t i ona l  p resen ta t i ons  a re  schedu led  t h roughou t  A r i zona  du r i ng  Oc tobe r  t o  f u r t he r  exp la i n
each  po r t i on  o f  you r  r e t i r ee  hea l t h  i nsu rance  p rog ram.  The  schedu le  o f  mee t i ngs  i s  i nc l uded  i n  t he
open  en ro l lmen t  packe t .
   NOTE:   I f  you  a re  mak ing  new  e lec t i ons  o r  add ing  o r  de le t i ng  dependen ts  f r om you r  hea l t h
i nsu rance  cove rage ,  you r  en ro l lmen t  f o rm  mus t  be  rece i ved  by  t he  ASRS o r  be  pos tmarked  no  l a te r
t h a n  m i d n i g h t ,  F r i d a y,  O c t o b e r  2 8 ,  2 0 0 5 .

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
D i rec to r ' s  Message
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    I n  a d d i t i o n  t o  a  s ta t e  C o n s t i t u t i o n a l  g u a r a n t e e ,  t h e  A S R S  h a s  i n  p l a c e  a  n u m b e r  o f  p r o c e d u r e s
t o  e n s u r e  f u t u r e  b e n e f i t s  a r e  a p p r o p r i a t e l y  f u n d e d .  O n e  i m p o r t a n t  p r a c t i c e  i s  a p p l y i n g  a c t u a r i a l
p r i n c i p l e s  t o  c a l c u l a t e  f u t u r e  l i a b i l i t i e s  o f  t h e  r e t i r e m e n t  s y s t e m  a n d  t h e n  c o m p a r i n g  t h e m  t o  t h e
v a l u e  o f  t h e  s y s t e m ’ s  a s s e t s .  T h e  p r i m a r y  r e s u l t  o f  t h i s  p r a c t i c e  i s  t h e  d e t e r m i n a t i o n  o f
c o n t r i b u t i o n  r a t e s .
   W h e n  t h e  A S R S  a d j u s ts  c o n t r i b u t i o n  r a t e s ,  a s  r e q u i r e d  b y  s ta t e  s ta t u t e ,  w e  a r e  r e a l l y  i n s u r i n g
t o d a y  t h a t  w e  w i l l  h a v e  t h e  f u n d s  o n  h a n d  t o  p a y  y o u r  b e n e f i t  i n  t h e  f u t u r e .  T h e s e  c o l l e c t e d
c o n t r i b u t i o n s  a r e  i n v e s t e d  i n  a  d i v e r s i f i e d  i n v e s t m e n t  p o r t f o l i o  i n  o r d e r  t o  e a r n  a  r i s k - c o n t r o l l e d
r e t u r n .  T h e  A S R S  i s  i n v e s t i n g  a n d  h o l d i n g  y o u r  c o n t r i b u t i o n s  t o d a y  t o  pa y  f o r  y o u r  b e n e f i t  i n  t h e
fu tu re .
   To  f u r t h e r  e n s u r e  t h e  f u t u r e  pa y m e n ts  o f  b e n e f i t s ,  a s  w e l l  a s  t o  l i m i t  u p c o m i n g  i n c r e a s e s  i n
c o n t r i b u t i o n  r a t e s ,  t h e  A S R S  i s  c o m m i t t e d  t o  r e v i e w i n g  i t s  p l a n  s t r u c t u r e  a n d  m a k i n g  p r u d e n t
c h a n g e s ,  o r  r e c o m m e n d i n g  l e g i s l a t i v e  c h a n g e s ,  t h a t  w i l l  r e d u c e  l i a b i l i t i e s  o r  t h e  g r o w t h  o f
l i a b i l i t i e s .  W e  h a v e  m a d e  a  n u m b e r  o f  c h a n g e s  t o  d a t e  t h a t ,  h a d  t h e y  n o t  b e e n  m a d e ,  w o u l d  h a v e
r e s u l t e d  i n  s i g n i f i c a n t l y  h i g h e r  c o n t r i b u t i o n  r a t e s .  T h e s e  c h a n g e s  t h a t  h a v e  b e e n  p u t  i n t o  p r a c t i c e
w i l l  s a v e  y o u r  r e t i r e m e n t  s y s t e m  i n  e x c e s s  o f  $ 1 0 0  m i l l i o n  e a c h  y e a r.  We  w i l l  c o n t i n u e  t o  r e v i e w
t h e  p l a n  s t r u c t u r e  t o  d e t e r m i n e  i f  o t h e r  c h a n g e s  c a n  b e  m a d e  t h a t  w i l l  f u r t h e r  m i t i g a t e  t h e
i n c r e a s e s  i n  c o n t r i b u t i o n  r a t e s  a n d  e n h a n c e  t h e  s t a b i l i t y  o f  t h e  f u n d .
   I t  i s  t h i s  b a l a n c e  –  a c t u a r i a l l y - d e t e r m i n e d  c o n t r i b u t i o n  r a t e s ,  a  l o n g - t e r m  i n v e s t m e n t  s t r a t e g y,
a n d  a  c o n s t a n t  r e v i e w  o f  l i a b i l i t i e s  a n d  f u t u r e  o b l i g a t i o n s  –  t h a t  p r o d u c e s  a  s a f e  a n d  s e c u r e
re t i r emen t  p l an  f o r  you ,  ou r  va lued  member.
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Dr. Keith Meredith, Chair, Tucson
Member at Large

Karl Polen Jr., Vice Chair, Phoenix
Public Representative

David Byers, Phoenix
State Employees Representative

Jaime Gutierrez, Tucson
Educators Representative

Christopher Harris, Phoenix
Public Representative

Anne Mariucci, Phoenix
Public Representative

Michael Townsend, Flagstaff
Political Subdivisions Representative

Lawrence Trachtenberg, Scottsdale
Public Representative

Steven Zeman, Phoenix
Retirees Representative

Board  o f  Trustee
M e e t i n g s

September 16 October 21
November 18 December 16

Board of Trustee meetings begin at
8:30 a.m. at the ASRS Phoenix office,
3300 N. Central Ave., 10th floor
Board Room. They are also
teleconferenced to the ASRS Tucson
office, 7660 E. Broadway Blvd., suite
108.

Execut ive  Sta f f
Paul Matson, Director

Anthony Guarino, Deputy Director,
Chief Operations Officer

Gary Dokes
Chief Investment Officer

ASRS Vision
For the benefit of our members, the Arizona State Retirement System will be a leading state
benefit plan administrator in the areas of: Core Member Services, Funded Status, Investment
Performance, and Operational Effectiveness. This will be accomplished while keeping program
benefits and associated costs relatively aligned and maintaining actuarial and fiscal integrity.
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   The  ASRS inves tmen t  po r t f o l i o  ea rned  a  ra te  o f  r e tu rn  o f  8 .5
pe rcen t  f o r  t he  f i s ca l  yea r  t ha t  ended  June  30 ,  2005 ,  a  s l i gh t
excess  re tu rn  ove r  t he  ac tua r i a l  assumed  ra te  o f  r e tu rn  o f  8
pe rcen t .
   T h e  p o r t f o l i o ,  a  m i x  o f  U . S .  a n d  i n t e r n a t i o n a l  e q u i t i e s ,  f i x e d
income  i nves tmen ts  and  rea l  es ta te  ho ld i ngs  t o ta l ed  j us t  ove r
$22 .4  b i l l i on .
   The  ASRS emp loys  a  b road -based ,  l ong - te rm  i nves tmen t
s t r a t e g y  w i t h  a n  a s s e t  a l l o c a t i o n  d e s i g n e d  t o  g e n e r a t e  o p t i m a l
r e t u r n s  w h i l e  m i n i m i z i n g  r i s k .  T h e  a s s e t  a l l o c a t i o n  p o l i c y  c a l l s
f o r  5 3  p e r c e n t  o f  i n v e s t m e n t s  t o  b e  i n  U . S .  s t o c k s ,  2 6  p e r c e n t  i n
f i x e d  i n c o m e ,  1 5  p e r c e n t  i n  i n t e r n a t i o n a l  s t o c k s ,  a n d  6  p e r c e n t
i n  r e a l  e s t a t e .
   R e a l  e s t a t e  i s  a  r e l a t i v e l y  n e w  a s s e t  c l a s s ,  w i t h  i n v e s t m e n t s
pend ing .  Cu r ren t l y,  t he  ASRS has  i nves tmen ts  i n  two  bu i l d i ngs  -
t he  3300  Tower  i n  Phoen i x ,  and  an  o f f i ce  comp lex  i n  Tucson .
Bo th  bu i l d i ngs  house  ASRS o f f i ces .  Ove r  t he  nex t  seve ra l
mon ths ,  t he  ASRS Inves tmen t  D i v i s i on  w i l l  beg in  t o  add  f unds
in to  t he  r ea l  es ta te  p rog ram,  wh i ch  w i l l  be  a  m i x  o f  i n ves tmen t
t y p e s  c o n s i s t i n g  o f  m a i n l y  c o m m e r c i a l  a n d  i n d u s t r i a l  p r o p e r t i e s .
   I f  you ' d  l i ke  t o  l ea rn  mo re  abou t  ASRS i nves tmen ts ,  i n c l ud i ng
pe r fo rmance  o f  va r i ous  funds ,  you  can  f i nd  de ta i l ed  repo r t s  on
ou r  webs i t e .  The re ,  you ' l l  f i nd  pe r fo rmance  repo r t s  f o r  t he
v a r i o u s  a s s e t  c l a s s e s  a n d  f u n d  m a n a g e r s ,  a s  w e l l  a s  h i s t o r i c a l
pe r fo rmance  repo r t s .

9 . 2 %

Investment News

ASRS portfolio exceeds expected fiscal year return rate

Thi s  g raph  r e f l ec t s  t he  r a t e s  o f  r e tu rn  on  the  ove ra l l
ASRS por t fo l io  for  the  per iod  ending  June  30 ,  2005.
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CONTACT US!
A l l  ASRS members  –  whe the r  ac t i ve l y  con t r i bu t i ng ,  r e t i r ed ,  o r
i nac t i ve  w i t h  an  accoun t  ba lance  s t i l l  on  f i l e  –  shou ld  have  a
des igna ted  bene f i c i a r y  on  f i l e  w i t h  t he  ASRS.  Seconda ry
bene f i c i a r i es  may  a l so  be  des igna ted .

Bene f i c i a r i es ,  whe the r  p r ima ry  o r  seconda ry,  can  be
ind i v i dua l s ,  a  t r us t  o r  o rgan i za t i on .

Hav ing  up - to -da te  bene f i c i a ry  i n fo rma t ion  ensu res  tha t  when  a
m e m b e r  d i e s ,  t h e i r  b e n e f i t s  w i l l  b e  d i r e c t e d  a c c o r d i n g  t o  t h e i r
w i s h e s .

T h i s  i s  a l s o  i m p o r t a n t  f o r  o t h e r  d e c i s i o n s  t h a t  m e m b e r s  m a y
face .  The  ASRS s t r ong l y  encou rages  a l l  membe rs  t o  cons i de r
hav ing  a  w i l l ,  a  l i v i ng  w i l l  and  o the r  advanced  d i rec t i ves
d o c u m e n t s  f i l l e d  o u t  s o  t h a t  y o u r  w i s h e s  a r e  k n o w n  t o  t h o s e
i m p o r t a n t  t o  y o u .

Fo r  more  i n fo rma t i on ,  v i s i t  t he  webs i t e  o f  t he  O f f i ce  o f  t he
Ar i zona  A t t o rney  Gene ra l  a t  www.azag .gov  and  c l i c k  on  t he
“L i f e  Ca re  P lann ing ”  i con .  The re ,  you ’ l l  f i nd  gene ra l
i n f o rma t i on  abou t  A r i zona  l aws  as  we l l  as  samp le  f o rms  f o r
power  o f  a t t o rney,   l i v i ng  w i l l ,  du rab le  hea l t h  ca re  power  o f
a t t o rney,  du rab le  men ta l  hea l t h  ca re  power  o f  a t t o rney  and
p re -hosp i t a l  med i ca l  d i r ec t i ves .

Hav ing  such  documen ts  p repa red  today  cou ld  save  you  and
y o u r  f a m i l y  d i f f i c u l t  d e c i s i o n s  i n  t h e  f u t u r e .

COMMENTS?
ASRS Financial Horizons is published peri-
odically and mailed to retired and non-re-
tired members of the Arizona State Retire-
ment System.  We welcome letters from our
readers and encourage you to address your
comments to:

Editor
Financial Horizons

P.O. Box 33910
Phoenix, AZ  85067-3910

The ASRS complies with the Americans with
Disabilities Act of 1990.  This newsletter is
available in an alternate format upon request.
Contact Tracy Darmer, ADA Coordinator, at
(602) 240-5378.  Information in the news-
letter about retirement laws or policies is
only a guide. If a conflict arises between
information contained in the newsletter and
the law, the law takes precedence.


